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SUB J : ETHIOPIAN CURRENCY CONVERSION 

REF: 76 ADDIS ABABA 1 1 107 

1 . ACCORDING TO ATO ATNAFU MENGISTU, HEAD OF THE INTERNATIONAL 
BANKING DEPARTMENT OF THE NATIONAL BANK OF ETHIOPIA, CURRENCY 
CONVERSION WAS COMPLETED AT CLOSE OF BUSINESS JANUARY 1 1 WITH 
NO SIGNIFICANT DIFFICULTIES. AT ATNAFU COULD NOT (OR WOULD 

NOT) REVEAL THE TOTAL QUANTITY OF OLD CURRENCY CONVERTED TO NEW. 
FINAL TALLIES HAVE NOT YET BEEN RECEIVED FROM SOME OF THE OUTLYING 
CONVERSION CENTERS AND ATO ATNAFU DOES NOT EXPECT AN ACCURATE 
COUNT OF (NEW) CURRENCY IN CIRCULATION UNTIL THE END OF MARCH. 

HE DID COMMENT THAT THE AMOUNT OF CONVERTED EXCEEDED HIS EXPECTA- 
TIONS. 

2. AS SIDE EFFECT OF THE CURRENCY CONVERSION, SAVINGS DEPOSITS 
HAVE INCREASED DRAMATICALLY. ATO ATNAFU BELIEVES THIS REFLECTS 
INCREASED PUBLIC CONFIDENCE IN THE BANKING SYSTEM AND HE IS. OF 
COURSE, PLEASED BY IT. NEVERTHELESS, AS THE BANKS ARE IN A 
HIGHLY LIQUID POSITION AT THE MOMENT, THIS DEVELOPMENT IS PLACING 
PRESSURE ON THE PROFITABILITY OF THE TWO COMMERCIAL BANKS. 
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3. ATO ATNAFU SAID THAT ONLY ONE INCIDENT OCCURRED DURING 
THE CONVERSION PERIOD. DURING THE ABSENCE OF A BRANCH 
MANAGER WHO WAS ATTENDING A SEMINAR ON THE CONVERSION, 

THE OFFICER HE DESIGNATED TO TAKE HIS PLACE ABSCONDED WITH A CON 
SIDERABLE QUANTITY OF THE NEW CURRENCY. ATNAFU DID NOT DISCLOSE 
THE AMOUNT INVOLVED, HOWEVER. OTHERWISE NO INCIDENTS OCCURRED 
ANYWHERE IN THE COUNTRY. 
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4. COMMENT: AT ATNAFU'S COMMENTS RE THE SMOOTH FUNCIONING 
OF THE CURRENCY CONVERSION AGREE WITH OUR OBSERVATIONS. CON- 
SIDERING THE RATHER PRIMITIVE STATE OF THE BANKING SYSTEM IN 
ETHIOPIA, THE CURRENCY CONVERSION WAS CARRIED OUT WITH A RE- 
MARKABLE DEGREE OF EFFICIENCY AND IS A CREDIT TO THE INSTITU- 
TIONS AND PERSONNEL INVOLVED. 
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